
Page K final paragraph . Suggest rephrasing as follows, 

’’trade with the free world is an expedient and must 
be conducted within the traditional f rswawork of self- 
sufficiency for' the' COMBUnist Bloc .” 

Reason ; Do not believe facts justify conclusion that Russians 
conduct foreign trade to achieve , "the mxiimm degree of Bloc 
self-sufficiency. “ Doctrine of self-sufficiency undoubtedly 
imposes a strong restraint on trade, however. 


Ba m 5* paragraph 3 . Suggest modifying to read, 

"The large voltsae of capital construction pro- 
jected under the plan would be greatly assisted by 
piirchaser of foreign equipiaent, K etc. 

Reason ; Believe statement that plan can only be achieved by 
vast purchase of foreign equipment is too strong. 


Page 10, paragraph g . Suggest deletion of sentence reading, 

"While most -favored nation treatment with regard to 
customs duties has no weaning under conditions of state 
monopoly, in our country, the weaning goes considerably 
beyond custom natters . " 

Reason ; Jbst-favored nation tariff treatment would substantially 
increase Soviet dollar earnings from exports. Thus, MRJ treatment 
has a very real weaning even wader conditions of state Monopoly. 


Base 15. paragraph 1 . We have written in the figure, $1.8 
billion for total OBSR trade with underdeveloped areas. This is 
1957 over !<£&. The tech n i c ia n figure has now risen to 2,800 
from 2 , 600 . 

3aae.l6, paragraph 3 . You way wish to add that Khrushchev is 
now in Xeningrad with his trade ministers, discussing with the 
F inn ish president, the political concessions which that country 
must cake in order to continue to do business with the Soviets. 


Approved For Release 2004/03/16 : CIA-RDP80B01676R002700070097-2 






Approved For^lease 20G4/03/16 : CIA-RDP80B0167fl^>02700070097-p 




Executive Registry 
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UNDER SECRETARY OF STATE 
FOR ECONOMIC AFFAIRS 

WASHINGTON 

January 22 , 1959 



deliver before the Mississippi Valley World 
Trade Council in New Orleans on January 27. 

The Secretary feels this is an important 
opportunity to explain our views before the 
Russians distort Mikoyan's talks with us in 
the course of the Communist Party Congress. 

We would all very much appreciate any 
comments you or any of your staff may have 
on this draft . 

Best wishes. 


Sincerely yours, 



Douglas Dillon 


The Honorable 

Allen W. Dulles, 

Director , 

Central Intelligence Agency. 
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Mississippi Valley world Trade Council 
New Orleans, January 27, 1959 


REALITIES OF SOVIET FOREIGN ECONOMIC POLICIES 

It is a genuine pleasure to return to this gracious 
city, where you have always excelled in establishing 
close, personal mmHM# relations with the peoples o£ 
j titer lands. Y* ur buiiness community, in particular, has amply 
demonstrated how much an alert and internationally-minded group 
of private citizens can accomplish in strengthening ties with 
the rest of the Free World. The projected new building to 
house the International Trade Mart, now celebrating its 
oench anniversary , will stand as a monument to New Orleans's 
energetic efforts to promote world trade and friendship. ST, 

Although your attentions are principally directed 
towara Latin America, Western Europe and Japan, I am sure 
that you have been keenly aware of the recent flurry of 

interest throughout our country in the question of trade with 
the Soviet Union. 

Considerable public attention has been focussed on this 
complex subject as a result of the adroit declarations of 
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Deputy Soviet Premier Mikoyan during his well-publicized excursions 
to some of our major industrial and business centers. 

Hr. Mikoyan*s glowing generalities were only the most recent 
moves in the latest Soviet campaign for U. S. trade, which 
began with Soviet Premier Khrushchevas letter to President 
Eisenhower last June. In that letter, you will recall, 

Khrushchev proposed a significant expansion of United States- 
Soviet trade, claiming it could amount to ’‘several billion 
dollars over the next several years.” 

What lies behind this renewed talk of trade by the 
Soviet leaders? 

I propose today to examine the hard realities of Soviet 
foreign economic policies — both with the industrialized 
West and the newly-developing areas of Asia, Africa and 
Latin America — and then outline your Government’s position 
regarding trade with the Soviet Union. I shell also discuss 
the mutually- beneficial trade and other programs we are 
pressing forward to help the newly-emerging countries achieve 
a satisfactory rate of material growth under freedom. 

It is axiomatic that a nation's foreign policy, including 
its economic component, is a projection of domestic policies 

s\V 

and institutions. The Soviet Union is a totalitarian 
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dictatorship, firmly ruled by a small elite in the Communist 

Party, which is dedicated to eventual Communist world domination. 

Economically, the Soviet Union is characterized by state 

ownership of land fe and the means of production, state 

control of the labor force, and subordination of the consumer's 

interest to the rigid demands of overall state planning* 

As an integral part of Communist strategy, the men in 

the Kremlin manipulate the Soviet economy to achieve maximum 

growth of heavy industry under forced draft* Their objective 

is s tar kly simple : the achievement of industrial as well as 

military world supremacy. Their method: investment in 

heavy industry at the expense cf the Soviet consumer. Despite 

some recent i f TT*™*” Improvement in living standards, relatively 

small doses of the benefits of increased capacity have been 

doled out to the Soviet citizen. Purpose: to maintain 

incentives in the labor force to make further efforts under 

forced draft. 

Now, what role does foreign trade play in the Soviet 
scheme of things? 

In keeping with the totalitarian nature of the Soviet 
regime, 
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o, the Communist leaders* first now was to establish a stmt* 
monopoly over foreign trade, ms wm* dan* deliverately to insulate 
the Soviet scancsuy from world market forces and allow Soviet planners 
to exercise full control over the domestic economy. Squally important 
was the i act that the monopoly permitted the Soviets consideraole 
latitude i or opportunistic dealing with the Western world, to their 
own economic an olitieal advantage. 

rorn the very oe . inning of the Soviet Industrialisation drive, 
icred. c trad® was bent to the task of iiaportlng heavy machines? sad 
equipment incorporating the latest technological advances developed 
in otaer countries. Consumer goods were virtually eliminated in favor 
of basic industrial equipment. These imports of the means of production 
have enabled the Soviet Obion to launch new industries at levels of 

development which took the West years ts achieve through costly research 

and development. 

inus, by tapping the advanced technology of the West in the early 
Thirties, the Soviet Union was able to gain years in terms of economic 
development. Soviet leaders, including Hr. Mikoyan on his recent visit 
to Detroit, have publicly recognised this historic fact. 

The .vest should recognise another, equally historic facts to 
Soviet planners, trade with the free world is an expedient and must 
inducted so» as to achieve the maximum degree of Communist bloc 
se If - sui i i eiency . let me remind you that once the Soviet planners 

completed their procurement program from the kest in uhe early Thirties, 
trade with the outside world fell off drastically. In a single year, 

1932, our own sales to the Sovist Obion dropped from $100 million to 
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$12 Million. They have never regained a comparable level, except 
during World War II and the immediate post-vsr year a, when, as yin will 
recall, tnis country shipped some $10 billion worth of Lend-Lease and 
goods to the Soviet Utalen. 

It seems clear tnat waat Kssars. Khrushchev and Fikoyan proposs 
today is a repetition of the pattern of the Thirties. The basic economic 
reason behind their apparent seriousness of purpose in tailing of increased 
trace lies in the new Seven Year Plan which is being unveiled — and 
ma been heralded by Soviet leaders as a major step toward accomplish- 
ment oi fcneir announced goal of over- taking and surpassing the itoited 
States. 

.“rom what we know of the plan so far, it appears that the Soviet 
consumer will continue to be short-changed in favor of another major 
industrial leap forward. The large volume of capital construction pro- 
jected under the plan will require vastly increased purchases of foreign 
equipment and technology for such industries as petro-chemicals, which 
are being given fresh emphasis. Soviet leaders are once again counting 
on appeals to the profit motive inherent in our free Enterprise system 
to enable them to obtain a large stock of technology and equipment — 
and preferably on credit. 

Krushchev himself has wade this abundantly clean 
In Hi sy 2$5$, he stated that it would be "expedient* to purchase 
plant and equipment for toe chemical industry from the "capitalist* 
countries to avoid wasting time- on "the creation of plans and mastering 
ths production of new types of equipment." then, in his letter to 
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Ire si dent Ussnhwer, ne suggested the possibility of long -ter* credits 
fro * thi * country. This suggestion vas echoed by his Deputy, Mr. 
fikoyan, during the latter* s official conversations in Mashinrt^n. 

Now, poods purchased by a country Must be paid for either by 
exports or with foreign credits. Soviet Russia*® exports today <*• 
as in the Thirties, when the Cononnlsts sold grain at prices balm 
ar. already depressed world market. 


Approved For Release 2004/03/16 : CIA-RDP80B01676R002700070097-2 

’ . 



Respite the fact that millions of Russian and Ukranian peasants 
weie dying of starvation — consist mainly of raw material sold 
in hulk. Thus , because of its economic system, the world's 
second largest industrial nation has the commodity export pattern 
of an underdeveloped country. To such traditional exports as 
wood products and manganese, have recently been added tin, 
aluminum and benzine. The expansion of these sales in the Western 
World to earn needed foreign exchange has already proved injurious 
to such traditional Free World exporters as Bolivia, Malaya, 
Indonesia and Canada. Manufactured goods have thus far been 
offered sparingly outside the bloc and mainly in politically 
motivated trade with selected target countries of the free world. 
With the growth of .Soviet industrial capacity, this component 
of their exports to the free world may be expected to increase. 

In view, therefore, of the Soviet state trading monopoly's 
ability to sell commodities at below world prices, further 
expansion of Soviet exports to the Free World is fraught with 
serious danger to our normal trading partners. 

But, quite apart from Soviet pricing techniques, the raw 
materials which constitute the bulk of Soviet exports are largely 
competitive with Free World producers. Therefore, Soviet 

prospects of selling enough raw materials to pay for the large 
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aoxxmt of equipment the Communist leaders evidently contemplate 
are » at boat, dim. 

Hence, Kruschchev in his letter, and Mikoyan during his 
visit, have, in effect, invited us to finance the continuing 
rapid expansion of the Soviet economy. 

This is the essence of the current Soviet drive to increase 
trade with our country. Despite his disarming statements in 
public appearances on his tour, it was clearly apparent during 
ay private conversations in Washington with Mr. Mikoyan that no 
change has occurred in the Soviet approach to trade with the 
West. Hrs purpose was to secure concessions from our Government 
to facilitate thecurrent Soviet procurement campaign. 

Mt. Mikoyan was assured by every official he spoke with, 
from the President on down, that this country has always favored 
an e-.vpaiu... . of peaceful trade between our two countries. 

We spoke in the deepest sincerity. 

But we pointed out that trade is the result of mutually 

advantageous agreements between willing buyers and willing 
sellers. 

In this country, the conduct of our commerce is in the 
hands of private firms and private individuals. 
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The Soviet state trading monopoly is at liberty uniter our 
laws to enter our free market and to bay and sell. Its American 
outpost ASfTO&G is established in Mew York and has wide commercial 
contacts . 

However, we cannot be expected as a country or as a people 
to provide the Soviet Union with the sinews of war. 
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We have only recently completed our second major revision 
of the list of strategic materials. A* a result, the list 
of feeds which your Government will not license for export 
to the Soviet bloc has been pared down to an absolute 
siniwms. Actually, only about 10 percent of all our products 
moving in international commerce are subject to embargo. 

In this connection, X noted, that Mr. Htkoyan complained 
of cur system of strategic controls — which is part of our defensive 
framework with our allies. In Detroit, he said in effect that only 
such items as chewing gum, firewood, and laxatives are not classi- 
fied as strategic goods whose e^ort fro;:, the United States to the 
USSlt is banned. Mr. Kikoyan, a highly tan owl^dg able man, well knows 
that this is deliberately misleading* I suppose the real significance 
of his rewarlc can be seen when I tell you that it was given wide 
dissemination by the Soviet new agency, TASS. 

Neither can we be expected to extend credits to the Soviet 
ftiion while that country is in default to ua on its past debts. 

JSgjwwb© long-term private credits to a defaulting country 
are prohibited by the Johnson Act, which was enacted- *s long ago 
as 193b* There are, however, ample short-term credits available 
to the Soviet state trading agency on normal commercial terms. 

I should like to add that the demands for expanded financing 
from both public and private institutions arising out of our 
efforts to assist the newly-developing countries of the free World 
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•re far greater than available fund*, therefore, the extension 
by the Waited States Government or its citizens of credits which 
would be utilized to finance tike growth of a hostile Communist 
state whose Premier has threatens* to "bury* us, would have 
understandably low priority. 

/r. Mikoyan has also alleged that as dlscri. dnate against 
Soviet exports as a result ef the withdrawal of raosfc-favored- 
nation treatment in 1951. This, he claims, has served to plac# 
higher tariff duties on Soviet exports to this country. In fact, 
only a small proportion of Soviet exports are affected. More 
important, as I reminded fir, Mikoyan., this action was taken by the 
Itaitad States Congress in the year following the outbreak of the 
Korean war. / While most-favored-nation treatment with regard to 
customs duties has no meaning under conditions of state monopoly, 
in our country, the meaning goes considerably beyond customs 
matters. The American people, acting throu -h their Congress, would 
i.ind it hard to again coroteraplate the extension of most-favored- 
nation treatment to a country which continues to demonstrate its 
hostility and to threaten our national security. 
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Any change in this legislation weld have to mit a 
definite improvement in the international political climate. 

■t should like to emphasise that these issues together 
witiL certain minor technical impediments affecting the 


importation of furs and crabraeat , do not constitute serious 
obstacles to trade if — as the Soviet leaders allege — 
they truly desire to expand a»^a with the United States. 

A broad range of peaceful goods is freely available 


through normal trad® channels to the Soviet Union, just as 

these goods are readily available to our partners in the 
Free World. 


The first thing the Soviet Union should do if It wishes 
tu expand its trade with us is, quite simply, to gagfcax begin 
trading , 

|fV ' 

firm commercial 

'I 


I will admit that establishing 


relatiuns with private firms ^ does not come easily to a state 
trading monopoly. The Soviet leaders may wish to give some 


serious though: to taking steps designed to create confidence 
in the American business community. Among them, i would 


suggest: 

First, settling its outstanding debts with both private 
.firms and the Government. 

Second, permit a greater degree of access by private 
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American i ixm to dot fa producing and ©vH&using unite in Hu* 


ioviet Union. 

’ihird. inter 




ir# at‘ predictability in 


V . c 


ticna With te specific .geode which they rflfcemi fee* 

y«y m.g soil una**r foreign trade $Un», 

Fi - revamp Soviet patent and copyright iegJtelAtjUn 

„ \ 


‘ * %.}* f 


provide Jhmm+*v pro tec eion. for private industrial property 


.1 as aut 




ce t 


**“ instead of directing trade , as is viet 
leaders sc frequently do, lathe fctw«t«t of political ex* 

pedieacy, 

i »mvg. said Before that the Unitvo States welcomes 
rise possibility of increased trade with, the Soviet V<itmu Tp 
that end, year G. varnment is prepared at this time to discuss* 
with Sv viet representatives certain measure* which ccuid he 
adopted with a ainlaRu oi delay, for exa^piiti ' 

Xh© exchange < f trade delegations which would aac/ag other 


Approved For Release 2004/03/16 : CIA-RDP80B01676R002700070097-2 






Approved FonRelease 2004/03/16 : CIA-RDP80B016jfiR002700070097-2 


13 * 


serve to acquaint the 


business community 


with items the Soviet trading agency would like to buy and 
and' to acquaint the people of the Soviet Union with 


out own products and market potential. 

If the activities of these trade delegations prove to 
be of mutual advantage, we could then consider the exchange 
of trade exhibits on a more cr less regular basis and, 
perhaps, the establishment of permanent trade centers, J Such 
measures should go far toward creating that feeling of mutual, 
confidence which is so important in international commerce. 

Before 1 leave the subject of United States -Soviet 
trade, t should like to emphasize what should be obvious from 
my earlier discussion of the nature of Soviet foreign trade; 

The major obstacle to aw expansion of trade on a 
mutua i ly -bene £ ic la 1 and lasting basis is the whole orientation 
of Soviet economic policy with regard to foreign trade. It 
is the deliberate Soviet policy of striving for self-sufficiency 
and development in isolation from foreign trade which is 
wBK&ax responsible for the fact that the second largest economy 

In the world exports to the Free World at the level of a 

* ‘" v „ ' j * 

country m s^strsssst i)6iufl&rk « 

Wiien Soviet leaders talk of increasing trade with us, they 
imam, trade on their terms. In xeudkaiyx reality, expanded trade 
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with the Soviet Union would be trade © a a one-way street — 
with all the signposts pointing toward Moscow. 

I should like to ask this: 

Has not the Soviet Union reached a degree of development 
in which it can accept the challenge of the marketplace? 

I recognize that for the Soviet Union to accept such a 
challenge would require a massive revamping of its domestic 
economy, including its price system. 

Speaking for the United States, we welcome peaceful 
competition and stand ready to match the efficiency and 
the excellence of our Free Enterprise production with that 
of the Soviet Union. 

1 have bean discussing Soviet foreign economic policies 
as they relate to the United States and other Western indus- 
trialized nations. 1 now turn to the newest aspect of 
Soviet foreign economic policies: The took Soviet Union’s 
massive and resourceful drive to ywmnba penetrate, and 
eventually caputre, the newly- developing countries of Asia , 
Africa and Latin America , through trade and aid techniques . 

The political uses of foreign economic relations , for 
whic|| the totalitarian Soviet monopoly is so well equipped, is 
or serious concern. 
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satellites and Communist China, has extended some *2.4 billion 
in credits. Total trade with the aspiring nations has doubled 
to a level of The number of Soviet technicians 

operating in A,-.-,ia and. Africa is now 2u9£, and it is growing 
at a faster rate than the number of Americans. Skillful 
propaganda, highly publicized bilateral trade agreements, 
and the exchange of trade delegations, have all been used to 
support the Sino- Soviet economic offensive. 

Ihe predominately political motivation of this new 
activity is obvious and has been freely admitted by Soviet 
leaders . They have candidly said that the expert of 
capital equipment is not mutually profitable. Khrushchev 

himself told a group of American Congressmen in 115b , and I 
quote; 


"tie value trade least for economic reasons 
and most for political purposes, 1 ' 

It is clearly apparent that the Soviet trade-aid drive 

represents m expedient departure from usual Kremlin practices 
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a departure undertaken for pwrely politics 1 purposes. 

' riwuwl r weapons have bean skillfully Pleaded with Military 
assistance and with propaganda activity at/:* diplomatic moves 
designed to inflame local passion* #»d to create and aggravate 
situations of crisis. The snort- teT* objective is to provoke and 
capitalise on tensions between the less- developed and the 
industrialised nations of the Free World. The long range aim is 
to create a climate and attitudes in the newly- emerging areas 
which will be conducive to eventual Communist take-over. 

The ultimata demonstration of the use of economic power to 
consolidate Soviet domination was apparent in the case of the 
astern uropean nations which were brought into the Soviet orbit 
since World war II. 

How the Soviet leaders oaa exert their economic influence 
once it has been established in a free world country has been 
demonstrated most recently in Finland. There, the Soviets used 
economic leverage to bring down a government which they opposed. 

As all of you are well aware, the Ufcited States has, for 
some years, been building a firm framework of economic relations 
designed to help the$^r peoples of the newly-dsve loping nations 
help themselves in their struggle to achieve material progress as 
free citizens of tryly independent nations. The Soviet offensive 
in the underdeveloped countries has served to impart a greater 
sense of urgency in our cam relations with them. 
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It is now an accepted imperative of our national policy that 
their aspirations confront at with, a hug© and open- ended task — 
one that calls for our best kinds and resources. In approaching 

this task-, we 
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can make no greater contribution than the maintenance of a 
high rate of growth in our own country. For, as our economy 
grows and prospers , its benefits are transmitted to all 
nations Iwhich participate with us in the Free World multi- 
lateral system. 

However , these benefits of the Free World economic 
system are not yet flowing to them automatically and in 
sufficient amounts to meet their urgent and pressing needs . 
Government measures are required to supplement and accelerate 
the contributions being made by the normal flow of private 
trade and investment. These are some of the immediate 
steps your Government must take to bolster the efforts it 
the newly-emerging peoples are making in their own behalf; 

First, we must take a leading part in reducing barriers 
to world trade through our own practices and through the 
General Agreement on Tariffs and Trade, This will increase 
the ability oi less-developed countries to pay for their own 
economic development through sales of their products. 

Second, we must be sympathetic and open-minded regarding 
the problems which the less-developed nations face as a result 
of severe price fluctuations of their raw material exports. 
Such price fluctuations can, and have, wiped out many of 
the benefits to the less-developed countries from Western 
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economic assistance, 

Z’idru, we must increase the resources of the International 
Monetary Fund to assist Free World countries in meeting 
temporary (drains on their reserves arising out of fiuctuatiorts 
in a free system of trade* 

Fourth, we must increase the lending resources of the 
International Bank of Reconstruction and Development , which 
has accomplished so much in promoting sound economic programs 
in many of the less-developed countries* 
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Finally, I cannot stress too strongly the urgent need 
to call upon the vast human end financial resources of the private 
sector of our economy to cork with Government in pressing back 
the endless frontier of world economic development. Government 
alone cannot do the job. Increased private investment abroad 
and increased export of private managerial and technical talents 
are urgently in demand. 

When the Soviet government engages in economic assistance. 

It can use the resources of its entire economy because there 
is complete identity between the economy end the Government.. 

We have no wish to emulate Soviet patterns of organ! cation 
or behavior. However, during tines of crisis in our past, 
private enterprise has formed an effective working partnership 
with government to meet the demands of tin times. We are now 
ivinfc in a time of continuing crisis. We must re-institute 
that affective working partnership to meet the occasion. 

President Eisenhower will shortly present a new Mutual 
Security Program and related legislation to the Congress which 
will encourage greeter particiation by private enterprise in 
economic development abroad. X urge you to study it and to 
give it your active support. 
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An increased flow of United States private investment 
into underdeveloped countries, accompanied by the ingenuity 
and dynamism that has always characterised our private 
enterprise, could help to vitalise the underdeveloped countries 
and sat off an unparalleled process of economic growth. Zt 
is an exciting prospect. Zt is one which should capture 
your interest and enlist our talents, our resources and our 
energies. Z am confident that you and other members of the 
American business community will not be found wanting. 
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23 January 1959 
MEMORANDUM FOR: 


Hon. Douglas Dillon 
Under Secretary of itate 
for Economic -if fair* 


Mr. Dulles asked me ard 

the attached comments for- the 
speech you plan to give before the 
Mississippi Valley World Trade 
Council on 27 January. 




STAT 

Executive Officer 



JSE/ji 
1 - JSE 


1 - ER 
1 - Extra 


Approved For Release 2004/03/16 : CIA-RDP80B01676R002700070097-2 

2 703 73 > 




